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TAGS: ETRD, EIND, BR 

SUBJECT: STEEL EXPANSION PROGRAM: GERMAN FINANCING 

1. EMBASSY HAS RECEIVED MEMORANDUM FROM RIO REPRESENTATIVE OF 
MAJOR US COMPANY CONCERNING FINANCING TERMS ALLEGEDLY OEFERED 
BY ERG TO USIMINAS AND TWO OTHER BRAZILIAN STEEL MILLS. MEMO 
STATES EOLLOWING DETAILS ON TERMS OFEERED: 

A - GERMAN PRIVATE BANKS WILL GRANT LOAN EOR REPAYMENT AT END 
OF THREE YEAR PERIOD; 

B - GERMAN GOVERNMENT, STAYING WITHIN BERNE UNION AGREEMENT, 
WILL OEFER LOAN EOR REPAYMENT OVER 12 YEAR PERIOD; 

C - FRG LENDING INSTITUTIONS WILL GIVE DOCUMENT TO THE 
BORROWER WHICH GUARANTEES INTEREST RATE THAT THE 12 
YEAR LOAN WILL CARRY WHEN IT IS SIGNED AND IN OPERATION 
THREE YEARS AFTER THE GERMAN PRIVATE BANK LOAN AGREEMENT IS 
SIGNED; 
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D - GERMAN PRIVATE BANK LOAN WILL BE EULLY REPAID PROM 
PROCEEDS OP ERG LENDING INSTITUTION 12 YEAR LOAN. 

2. SOURCE DID NOT HAVE PURTHER INPORMATION ON DETAILS 
OP GUARANTEES TO BE GIVEN TO GERMAN BANKS OR ON HOW 
PACKAGE WAS PRESENTED TO BRAZILIAN AUTHORITIES. 

3. SOURCE EXPRESSED GREAT CONCERN THAT THROUGH THIS 
ARRANGEMENT GERMANS WERE OPFERING 15 YEAR PINANCING, 

PLACING US SUPPLIERS AT SEVERE COMPETITIVE DISADVANTAGE 
UNLESS EXIM CAN MATCH THESE TERMS. 

CRIMMINS 
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